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OPI1 NI ON

This appeal is nade pursuant to section 25666
of the Revenue and Taxation Code fromthe action of the
Franchi se Tax Board on the protest of Vidal Sassoon of
New York, Inc., against proposed assessnents of addi-
tional franchise tax in the amunts of $2,081, $10, 116
and $13,300 for the income years 1972, 1973, and 1974,
respectively.
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Appeal of Vidal Sassoon of New York, Inc.

The issue for determnation is whether appel-
| ant has established error in respondent's determnation
that the worldw de operations of appellant and its affil-
iated corporations constituted a single unitary business
during the years at issue.

In support of its contention that appellant was
operating as part of a unitary business during the period
under appeal, respondent relied primarily upon statenents
contained in various newspaper articles. These articles
indicate that Vidal Sassoon began business as ahair
stylist in London in 1954, I n 1960 the business was
i ncorporated as Vidal Sassoon, Ltd. Between 1960 and
1964, Vidal Sassoon, Ltd., acquired three nore corpora-
tions, Vidal Sassoon Sloan Street, Ltd., Vidal Sassoon
G osvenor House, Ltd., and Vidal Sassoon Products, Ltd.

In 1964, Vidal Sassoon established residency in New York
City and began doing business in this country. In 1967
he 1 ncorporated appellant, Vidal Sassoon of New York,
Inc.,. and in that sanme year he opened his first school of
hai rdressing in London. In 1969, appellant opened a sal on
in Beverly Hills, California. By 1974 the operations had
expanded to include 20 corporations doing business in
Engl and, Germany, Italy, Canada and the United States.
During the years at issue, the principal activities of

t hese corporations included the operation of nmen's and
wonen' s sal ons and hairdressing schools. By the period
on appeal, all of the corporations were held directly or
indirectly by Vidal Sassoon, Inc., a Delaware corporation
(hereinafter "Vidal Sassoon, U S." ) incorporated in 1970.
Vi dal Sassoon Hol ding, Ltd. (hereinafter ®"vidal Sassoon,
U K™") was the first-tier European corporation while all
of the United States corporations, including appellant,
were wholly owned by Vidal Sassoon, U S

Vi dal Sassoon was president and chairman of
the board of both Vidal Sassoon, U S., and Vidal Sassoon,
U. K In addition, out of an eight-person board of direc-
tors in each of the above corporations, three directors--
Vi dal Sassoon, Thonas Yeardye, and |van Sassoon--were
common to both boards in 1972, while four--the above
three plus John Addey--were common in 1973. In 1974
Vi dal Sassoon, Thonmas Yeardye and John Addey served on
both boards. Respondent based its determnation prinarily
upon the use of the common nane, the operation of simlar
busi nesses, and the shared directors and officer. Respon-
dent buttressed this determ nation by noting that sone
i nterconpany financing and a worldwide stock option plan
exi st ed. Moreover, respondent points out that in 1976
gppellant began to file a conbined report on a worl dw de
asi s.
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I n opposition to respondent's determ nation,
appel | ant observes that the operations of the affiliated
corporations were not characterized by any degree of cen-
tralization. During the years at issue, Thonmas Yeardye
exclusively conducted the affairs of the British and
European group, While Joseph Soloman exclusively conducted
those of the United States group. Vidal Sassoon hinsel f
was the only conmmon officer. Mreover, each group nain-
tained its own |egal counsel, public relations firm
advertising, insurance arrangements, accounting and
financial departments, and banking relationships. Signif-
icantly, each group enployed separate departnments, known
as artistic teans, involved in style devel opment and sal on
training. As a result of these separate teams, the hair-
styles of each group did differ considerably, with those
of "t he European group being nore avant-garde. Purchasing
of supplies was done separately and independently, and no
exchange of enpl oyees occurred. Replying to respondent's
assertions, appellant answers that the alleged inter-
conpany financing was an isolated.and relatively mnor
transaction in which the British group nerely deposited
75,000 pounds sterling in a bank account as security for
| oans incurred by the United States group. Moreover,
appel |l ant explains that its chan?e to conbi ned reporting
in 1976 was the result of a conplete corporate reorgani-
zation in which Thomas Yeardye noved to the United States
to take over the salons and schools on a worl dw de basis.
Based upon the above, appellant contends that for the
appeal years the two corporate groups should be treated
as two separate operations.

Wien a taxpayer derives income from sources both
within and without California, it is required to neasure
its California franchise tax liability by its net income-
derived fromor attributable to sources within this state.
(Rev. & Tax. Code, § 25101.) If the taxpayer is engaged
in a unitary business with affiliated corporations, the
anount of incone attributable to California sources nust
be determ ned by applying an apportionnent fornula to the
total income derived fromthe conbined unitary operations
of the affiliated conpanies. (See Edison California
Stores, Inc. v. McColgan, 30 Cal.2d 4/2 [183 P.2d 16]
(1947); John Deere Plow Co. v. Franchise Tax Board, 38
Cal.2d 214 [238 P.2d 569] (1951), app. dism, 343 U S
939 {96 L.EA. 13451 (1952).) If, however, the enterprises
are truly separate and distinct so that the segregation
of income may be nmade clearly and accurately, the separate
accounting nethod may properly be used. (Butler Bros. v.

McCol gan, 17 cCal.2d 664, 667 [111 P.2d 334] (1941) affd.,
315 8 S. 501 [86 L.EAd. 991] (1942).)
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The California Supreme cCourt -has determ ned
that a unitary business is definitely established by the
presence of: (1) unity of ownership; (2) unity of oper-
ation as evidenced by central purchasing, advertising,
accounting, and nmanagenent divisions; and (3) unity of
use in a centralized executive force an-d general system
of operation. (Butler Bros. v. McColgan, supra, 1
Cal.2d at 678.) The court has also stated that a
business is unitary when the operation of the business
within California contributes to or, is dependent upon
the operation of the business outside the state. (Edi son
California Stores, Inc., supra, 30 cal.2d at 481.) These
principles have been reaffirned in nore recent cases.
(Superior Ol Co. v. Franchise Tax Board, 60 cal.zZd 406
{34 Cal . Rptr. 545, 386 P.2d 33] (1963); Honolulu 0il
@or p. Franchi se Tax Board, 60 Cal.2d 417 [34 Cal.Rptr.

. 386 P.2d 40] (1963).) The existence of a unitary
busi ness may be established if either the three unities
or the contribution or deﬁendency test is satisfied.
(Appeal of F. W Wolworth Co., Cal. St. Bd. of Equal.
Jul'y 31, 19727, Appeal of Browni ng Manufacturing Co..,
et al., Cal. St. Bd. of Equal., Sept. 14, 19/2.)

The presence of unity of ownership, a prerequi-
site to the existence of a unitary business under either
the three unities or the contribution or dependency test,
does not appear to be contested.

The first area of'controversy appears to be

the degree of integration of the executive forces of the
two groups. It is, of course, well settled that the
integration of executive forces is an element of exceeding
i nportance and constitutes significant evidence of a
unitary business operation. (See, e.9., Chase Brass &
Copper Co. v. Franchise Tax Board, 10 Cal.App.3d 496 [87
Cal . Rptr. 239], app. dism and cert. den., 400 U S. 961
(27 L.E4.2d 3811 (1970); Appeal of Golier Society, Inc.,
Cal. St. Bd. of Equal., Aug. 19, 1971; Appeal of Monsanto
Co., Cal. St. Bd. of Equal., Nov. 6, 1970.) The corner-
stone of respondent's contention here that the executive
forces were closely integrated is, of course, the fact
that Vidal Sassoon himself was president and chairnman of
t he board of both corporations. However, the record is
devoid of any'facts ich would indicate that, during the
period at issue, M. Sassoon set overall managenment policy
or closely supervised the inplementation of policies or
otherw se inposed centralized managenment upon both groups.

Conpare, Appeal of Credit Bureau Central, Inc., Cal. St
d. of Equal., Feb. 2, 1981.) The nost significant
evidence of M. Sassoeon's inposition of managenent policy
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noted by respondent is a quotation from a newspaper article
stating that he's "a very active chairman, and [he screams]
like hell." (San Francisco Sunday Exam ner & Chronicle,
June 24, 1979, at 6, col. 1.) However, that sane article,
quoting M. Sassoon, indicates that he was not ommi potent.
M. Sassoon stated that "[{t]lhis was not a one-nan band."
Moreover, other newspaper articles indicate that Joseph
Soloman primarily set the managenent direction of the
United States group. One article stated that the successes
of the United States operations "belong to Joseph Sol oman."
(Los Angeles Tines, July 15, 1980, at Part |V, page 1,

col. 1.) Since, during the years at issue, Joseph Soloman
supervised only the United States operations, and since he
appears to have set the overall nmanagenment policies of

t hose operations, we cannot conclude that executive forces
of the two groups were closely integrated.

Moreover, as indicated above; each group enpl oyed
separate artistic teams whi ch devel oped separate and
distinct hairstyles. In addition, such factors as the
exi stence of separate training reginens, separate public
rel ati ons arrangenents, |ack of enployee exchanges and of
comon policies are indicative of an absence of a comon
or integrated systemof operation. Accordingly, we nust
conclude that unity of use did not -exist in the instant
matter during the years at issue.

Moreover, based upon the evidence presented by
appel | ant, we cannot conclude that unity of operation
exi sted. As indicated above, there is no evidence of
central purchasing, advertising, accounting, or management
di vi si ons. (Cf. Butler Bros. v. McColgan, supra.)) In
addition, separate banking and insurance arrangenents were
made by each group. The alleged interconpany financing
was both a mnor and isolated event, and the worldw de
stock option plan was of limted scope and significance.
Accordingly, we nust conclude that the three unities test
has not been net in the instant situation.

It is well settled, however, that a unitary
busi ness may exist if the alternative Edison test is
satisfied, i.e., if the business carried on within the
state contributes to or is dependent upon the operation
of the business outside California. Accordingly, to find
for respondent under this test, we nust be convinced that'
the British and European groups contributed to or were
dependent upon the operations of the business carried on
within this state. However, even applying this latter
test to the facts presented to us, we nust conclude that,
during the years under review, appellant and its British
and European affiliates were not engaged in a single
unitary enterprise.
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Based upon the facts presented to us, during
the period at issue, we nust find that the businesses in
the United States and in Europe were operated autononously.
While there was some overlap between the directors of each
corporation, it was certainly not as conplete or pervasive
as, for exanple, in Wolworth, where one conpany's direc-
tors were all nenbers of the other's board of directors.
The only comon officer to both was Vidal Sassoon hinself.
As indicated above, Joseph Soloman ran the operations in
the United States, while Thomas Yeardye ran those in
Europe. Mreover, while each organization was engaged in
the sanme general business, each enployed its own artistic
team each of which was responsible for its own corpora-
tion's style devel opment and salon training. Accordingly,
there was little opportunity for exchanges of significant

i nformati on and knowhow. Indeed, the strongest |ink
between the two organizations appears to be the conmon
name "Sassoon." However, we have indicated before that

the mere use of a common name is not 'always of overwhel m
ing significance in establishing a unitary-business.

(See Appeal of Hs R Block, Inc., Cal. St. Bd. of Equal.
June 6, 1968.) As noted in various newspaper articles,
several rival organizations also used the sane or simlar
soundi ng nanes. | ndeed, one Maurice Sasson produced
"Sasson designer jeans," while a hair stylist named Tony
Sassoon operated a hair salon in Los Angeles. \Wile the
name "Sassoon" is apparently well recognized and has a
certain recognition value, 1t cannot be said that it is

of the same stature as the nanme "Wolworth" with that
conpany's conmmon tradenarks, trade nanmes and sl ogans
which are clearly and unm stakably known to the public.
Unli ke the taxpayer in Appeal of Mryland Cup Corporation,
deci ded by this board on March 23, 1970, there 1Is no

evi dence here that the conmon nane was advertised or
pronoted on a worldw de basis during the years at issue.

Viewing the record as a whole, we believe that
operations in the United States were clearly distinct
fromthose in Europe, and that there was no substanti al
contribution or dependency between the two. W therefore
concl ude that respondent's determ nation that appellant's
wor | dwi de operations constituted a single unitary busi-
nessduring the years at issue is erroneous and nust be
reversed.
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ORDER

Pursuant to the views expressed in the opinion

of the board on file in this proceeding, and good cause
appearing therefor,

| T | S HEREBY ORDERED, ADJUDGED AND DECREED,
pursuant to section 25667 of the Revenue and Taxation
Code, that the action of the Franchise Tax Board on the
protest of Vidal Sassoon of New York, Inc., against
proposed assessnents of additional franchise tax in the
amounts of $2,081, $10,116 and $13, 300 for the incone
years 1972, 1973, and 1974, respectively, be and the sane
I's hereby reversed.

Done atSacranento, California, this 27th day
of  June , 1984, by the State Board of Equalizati on,
with Board Members M. Nevins, M. Dronenburg, M. Collis
and M. Bennett present.

Ri chard Nevins , Chairman
Ernest J. Dronenburg, Jr. ,  Menber
Conway H. Collis , Menber
Wlliam M Bennett , Member

, Menber
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